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(2) If the Secretary determines that
the mortgagor is unable, by reason of
the new contract having reached its
maturity, to resume full payments due
under the mortgage insured under sec-
tion 235(r) of the National Housing Act,
the Secretary will, to the extent of
funds available pursuant to section
235(c)(3) of the Act, contract to make,
and make, continued assistance pay-
ments on behalf of the mortgagor for
such period as the Secretary deter-
mines to be appropriate.

[67 FR 62453, Dec. 30, 1992. Redesignated at 60
FR 56499, Nov. 8, 1995]

§235.1236 Recapture of assistance pay-
ments.

The mortgagor shall execute an
agreement subordinating the recapture
mortgage, if any, to the section 235(r)
mortgage. The mortgagor shall also
execute a new note for recapture of as-
sistance payments, and amend the re-
capture mortgage to include in the
principal balance the assistance pay-
ments made in connection with the
mortgage insured under section 235(r).

[67 FR 62453, Dec. 30, 1992. Redesignated at 60
FR 56499, Nov. 8, 1995]

SERVICING RESPONSIBILITIES

§235.1238 Cross-reference.

The provisions of subpart G of 24 CFR
part 235 shall be applicable to mort-
gages insured under section 235(r).

[67 FR 62453, Dec. 30, 1992. Redesignated at 60
FR 56499, Nov. 8, 1995]
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Subpart A—Eligibility = Require-
ments for Mortgage Insurance

§236.1 Applicability,
and savings clause.
(a) Applicability. This section imple-
ments the eligibility requirements for
mortgage insurance under the Rental

cross-reference,

341



§236.2

and Cooperative Housing For Lower In-
come Families Program contained in
section 236 of the National Housing Act
(12 U.S.C. 1701), as amended. The pro-
gram authorized the Secretary to in-
sure mortgages to support new con-
struction or rehabilitation of real prop-
erty to be used primarily for residen-
tial rental purposes. A moratorium
against issuance of commitments to in-
sure new mortgages under section 236
was imposed January 5, 1973. Section
236(n) prohibits the insurance of mort-
gages under section 236 after November
30, 1983, except to permit the refinance
of a mortgage insured under section
236, or to finance pursuant to section
236(j)(3), the purchase, by a cooperative
or nonprofit corporation or associa-
tion, of a project assisted under section
236.

(b) The mortgagor must comply with
the financial reporting requirements in
24 CFR part 5, subpart H.

(c) Savings provision. Any mortgage
approved by the Commissioner for in-
surance pursuant to sections 236(j) or
236(n) of the National Housing Act is
governed by subpart A of this part as in
effect immediately before May 1, 1996,
contained in the April 1, 1995 edition of
24 CFR, parts 220 to 499, and by sub-
parts B through E of this part, except
as otherwise provided in this subpart.

[61 FR 14407, Apr. 1, 1996, as amended at 63
FR 46592, Sept. 1, 1998; 65 FR 61074, Oct. 13,
2000]

§236.2 Increased distributions to cer-
tain limited distribution mortga-
gors.

(a) Increased distributions. The Com-
missioner may permit increased dis-
tributions of surplus cash in excess of
the amounts otherwise permitted by
subpart A of this part to limited dis-
tribution mortgagors who participate
in a HUD-approved initiative or pro-
gram to preserve below-market hous-
ing stock. The increased distributions
will be limited to a maximum amount
based on market rents and calculated
according to HUD instructions. Funds
that the mortgagor is authorized to re-
tain under section 236(g)(2) of the Na-
tional Housing Act are not considered
distributions to the mortgagor.

(b) Pre-emption. Any State or local
law or regulation that restricts dis-

24 CFR Ch. Il (4-1-03 Edition)

tributions to an amount lower than
permitted by subpart A of this part as
in effect immediately before May 1,
1996, contained in the April 1, 1995 edi-
tion of 24 CFR, parts 220 to 499, or per-
mitted by the Commissioner under this
section is preempted to the extent pro-
vided by section 524(f) of the Multi-
family Assisted Housing Reform and
Affordability Act of 1997.

[656 FR 61074, Oct. 13, 2000]

§236.3 Annual income exclusions.

The exclusions to annual income de-
scribed in 24 CFR 5.609(c) apply to
those program participants governed
by the regulations at subpart A of 24
CFR part 236 in effect immediately be-
fore May 1, 1996 (contained in the April
1, 1995 edition of 24 CFR, parts 220 to
499), in lieu of the annual income exclu-
sions described in 236.3(c) (contained in
the April 1, 1995 edition of 24 CFR,
parts 220 to 499).

[61 FR 54503, Oct. 18, 1996]

Subpart B—Contract Rights and
Obligations for Mortgage In-
surance

§236.251 Cross-reference.

All of the provisions of subpart B,
part 207 of this chapter covering mort-
gages insured under section 207 of the
National Housing Act, apply with full
force and effect to mortgages insured
under section 236 of the National Hous-

ing Act except the following
provisions:
Sec.

207.2562 First, second, and third premiums.
207.252a, Premiums—operating loss loans.
207.259 Insurance benefits.

207.262 No vested right in fund.

[37 FR 8664, Apr. 29, 1972, as amended at 42
FR 59675, Nov. 18, 1977]

§236.252 First, second, and third mort-
gage insurance premiums.

All of the provisions of §207.252 of
this chapter governing the first, sec-
ond, and third mortgage insurance pre-
miums shall apply to mortgages in-
sured under this subpart, except:

(a) Where an application for a loan
under section 202 of the Housing Act of
1959 has been filed previously in con-
nection with the project, but it is being
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